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2. 	 The incentivecomponent basis shall be limited. ' h e  incentive component basis shall be 
10.5 percent of the lesser of: 

b. 	 theinceativebasecostlimitdeterminedrsthelessetoftheprovider'sv~le 
cost limit or the Class I VCL divided by the quantity one plus the 
supporttobase ratio limit for the provider's bed size group. 

3. 	 The medicaid/medicarevolume incentivepodon, availablewithintheproviders variable 
costlimitisdeterminedasthevolumeasthevolumeincentivefactortimestheappropriatepercentof 
the incentivecomponent basis, for the class 

medicaid/medicare volume is determined as the percentageof Medicare and Medicaid 
patient days to total patient days. The volume incentive factor isdetermined from the 
following table: 

medicaid/medicare Volume (96) Volume incentive 
fromequalto Factor 96 
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Themedicaid/medicare percentage is calculatedbefore thebeginning of a rote year based 
u p o a m o e t ~ t ~ ~ d a y d o t . c m d t h e r s s u l ~ . I l a w m c e i s p . i d p r o s p e c t i v e l y . T h e  
amount of reimbursement for the medicaid/medicare volume incentive is limited by the 
difference (if my) betweenthe providex'sclasswide variable cost limit and the providers 
variableratebase medicaiddaysaredeterminedfrommedicaidpaidclaimsreportswith 
a 270 day cut off period from the providers base fiscal year Medicare days are 
determinedfromthedatasubmittedonthemedicaiddatareporting 
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3. 	 The quality of care incentiveportion, paid outaide theproviders variable cost Limit, is 
determined as the appropriate percent of the incentivecomponentbasis for theprovider's
classtimes25percenttimesthenumberofgroupsinwhichthequalityofcarecriteria 
am met. Specificityon the measurementand evaluationof incentivecriteria is established 
in provider publications. 

a. 	 Eligibility for meeting the criteria in a particular group is gained by qualifying
foratleastoneofthefactorsinthatgroupthegroupsoffactorsare 

Reduction in &cubiti or 

Reducing incidents of injuries to patients 


Staffinginexcessofminimumor 
continuingeducation and mining 

Volunteer program or 
Patient council 

Absence of specified licensing and 
certification violations 
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b. 	 For 'new"owners who purchase 8 facility that qualifies for less than two 
quality of care incentive groups at the time of appropriate the quality of care 
incentivecomponentwillbeequalto50percentofthequalityofcareincentive 
portioniftheprovidermeetsthecriteria 
is effective for purchase periods beginning on or after April 1, 1988. 

newownerstatusmaybeestablishedbyrequestofapurchaserwhoprovides 
writtea evidence to prove fulfillmeat of each of the following requirements 
1) thefacility was purchased througha bono fide arm’s lengthtransaction 2) the 
purchase transaction resulted in the issuance of a new federalemployer 
ideatifidon number; and 3) theapplicant has beeat i d a new licenseby the 
Michigan department of Public Health to operate the facility. 

4. 	 The incentiveComponent is the sum of thevolume incentivecomponentand the quality 
of care incentive component. 

E. Excellence Recognition Program 

An excellence award program will begin October 1, 1991. facilities may submit applications 
documentingthe excellence of care provided and innovatiom in care delivery. Applications will 
be reviewedby anexpert panel. Thepanel willinclude representativefamiIy members, advocates, 
providers, and appropriate state agencies Recognition willbe made oncea year based on review 
of submittedapplications A monetary award of up to $lO,OOO may accompany recognition. The 
monetaryawardwillnotbeconsideredanoffsettoallowablecosts 

F. Husband and Wife exception 

whenever 8 husband and wife (or blood relatives am being cared for in the same facility, they 
am permitted to share a room, unless medically contraindid(as&cuneated by the attending 
physician in thepatieat's medical recod). If either requires nursing care,the facility will receive 
reimbursementat the nursing level-of-carerate for both clients. thispolicy be in effectin 
=gad to long-term nursingcare and other levels ofresidentialcare in facilitieswith both nursing 
care and residential units. 

Revised 10/1/90 
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G. Payment Determiartion for Special LTC facilities 

The paymentrates for all special LTC facilities forventilator-dependentpatients shall be a fiatper 
patient day prospective rate determined by the singla state agency. The special LTCfacility 
prospective rate shall not be subject to theprovisionsin Sections IV.A. throughW.F. above, but . .on.insteadtheprovisionswithinthissectionshallbeusedforpaymentdeterminati 

1. 	 Payment shall be made for prior authorized ventilator-dependentpatients who have been 
transferred from an acute care inpatient hospital setting to a qualifying special LTC 
facility. The prospective rate &all cover care requirements of the patients, including all 
thecostsofbenefitsassociatedwithmedicarepartsaandbserviceswhilethepatient 
residesinthespecialLTCfacility. thisincludesbutisnotlimitedtoallroutine 
ancillary, physician, and other services 

The purpose of the all-inclusive rate is to provide the facility with payments meant to 
cover the cost of necessary physician's services including services in the capacity of a 
case manager who willprescribe and monitor,on 8 case-by-casebasis, habilitativeand 
rehabilitative services The ultimate goal is deinstitutionalization of those 
ventilator-dependentpatients who m y  gain 1111 adequate level of -. 

2. 	 Factors used by the single State agency in the determination of the per patient day 
prospective rate shall include audited cab at facilities providing similar services, 
expected increases in theappropriate inflationaryadjustorover the effective periodof the 
prospective rate, the supply response of providers rad the number of patients for whom 
bedsaredemanded theprospectiveratewillnotexceed85percentnorfallbelow15 
percentofanestimateoftheaverageinpatienthospitalrateforcurrentlyplacedacute-care 
Medicaid patients who are ventilator-dependent The prospective rate shall be 
periodicallyre-evaluated(nomorethanmonthly)toensurethereasonablenessoftherate 
andthattheappropriatebalanceofsupplyanddemandforspecialcareismet 
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Specially PatieatsH. Payment -on for Placed 

thepaymentratesforallspeciallyplacedpatientsshallbeanindividuallynegotiatedperpatient 
dayprospectiveratedeterminedbythesinglestateagencyforaspecifiedperiodoftime(notto 
exceed 90days withoutreview). The rate for these patieats shall not be subject to the provisions 
in Sections N.A.  through IV.G. above, but the provisions within this donshall be used for . .payment determination 

2. 	 Factors used by the single state agency in the determination of the per patientday 
prospective fat6 include but are not limited to: complexity type of equipment and 
supplies required,the patieat's conditionand the market place availability of placement. 
anyauthorizedincreaseintheperdiemraterepreseentsthecostoftheservice.the 
negotiated prospective rate shall be mevaluated inconsideration of the recipient’sneeds 
prior to the last day of the approval period. 

I. special Dietpry Coosiderotions 

1. 	 theprogramwillsettle,outsideofthe80thpercentilevariablecositlimitactualcosts 
to nonprofit nursing facilities resulting from raw food and food preparation costs 
associated with special dietary needs for religious reasons. 
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J. 	 PaymentforVariable Costs of NursingFacilitiesUnderNursingHomeReformRequirementsof 
Omnibus Budget ReconciliationAct of 1987 (OBRA '87). 

1. 	 General Approach:Fordatesof service on or after October 1,1990, facility 
rates will be increased prospectively to cover anticipated costs of meeting the 
new OBRA '87 requirements.At the end of eachfacility fiscal yearwhich 
includes dates of senice onor after October 1, 1990, separate reportingof 
OBRA '87 costs will be required. A settlement of the difference between 
reported costs and the value ofthe OBRA '87 rate increment will occur as pari 
of the auditandsettlementprocess.These rate increments will continue 
outside the general rate setting processuntil facility fiscal years beginning onor 
after October 1,1993, exceptforCoveredDiaperItemsforwhich separate 
reporting will be discontinued for fiscal years beginning on or after january 1, 
1994. (Sincenurseaide training and competencytesting are considered 
Medicaid program administrativecosts, those costs are reported and settledas a 
separate reimbursement component and are not included in the provisions of 
this section.) 

2. 	 For Class IandClass II1 providers, incremental OBRAreimbursementwillbe 
paid in the 1993-94 perdiemreimbursement rate forthoseproviderswho 
incurred higher costs per day for OBRAcosts in 1992-93 compared to 1991-92. 
The incremental increasedcost will be reduced: 

a. 	 by theamountof increase included in the normal rate setting 
inflation update ofthe 1991-92 OBRA cost, and 

b. 	 by theamountper day by which the Medicaidvariable rate 
exceeds the variablecost in the 199 1-92rate period. 

The facility specific rate increment willbe reimbursed outside the variable cost 
(80th percentile) ceiling. -. 

. 
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These OBRA rate adjustments willbe effective January 1, 1993, through September 30, 
1993. Providers with rate years beginning in October, November, and December 1992 
will receive an adjustment to cover costs from October1, 1992, through December 3 1, 
1993. All rate years beginning onor after January 1, 1993, through September30, 1993, 
will be paid the add-on for M entire year. 

01-01-93 Eligible providers will be identified as follows: 

a.Initially,astudy of 1992-93 interim OBRAreimbursementdatawill 
providers extendedthe add-on.identify eligible rate 


Submitted\interimcostdata used in thestudywill be replacedby 

subsequent submitted\audited cost data for the target timeperiod. 


At thetime of settlingfiscalyears 1992-93, eachproviderwill be 
reviewed for possible extended OBRA reimbursement. 

3. Allowable Allowable include, limited to, thecosts: OBRA ‘87 costs but are not 
increased staffing costs (including overtime)and consultant costs to meet the following 
requirements: 

a. 	 RN coverageforsevendays per week; 

Medical (new cost due to OBRA ‘87
b. director cost or increased 

requirements); 
degree worker;C. Bachelor’s social 

d.Residentassessment; 
aide training;e. Nursein-service 

f. holidays,Psychopharmacological drug self
administration of drugs; and 

8. 	 Otherdocumentable costs (such as activitiesdirector or medicalrecords 
staff). 

01-01-93 1 
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K. 	Inflationary Adjustment Through Wage Pass-Through for Class I and Class II1 
Facilities 

\ 

For rate years beginning on or after October 1, 1999, a wage pass-through program 
will be available to all Class I and Class II1 nursing facilities. The wage pass-through 
program directs an inflationary adjustor to wages of nursing facility employees. A 
zero percent (0%) historical inflationary adjustor and a four percent (4%) prospective 
inflationary rate will be directed to employee wages. The computation of the 
Variable cost limit uses a zero percent (0%) historical inflationary adjustor and four 
percent (4%) for the prospective inflationary adjustor. The pass-through is settled 
outside of the80th percentile Variable Cost Limit. 

The wage pass-through program provides up to $.75 per hour for any Class I or II1 
nursing facility employees. Employees subject to the owner/administrator 
Compensation Limits are eligible only if the facility is below the limit. Facilities 
submit estimates of cost to the Department on prescribed forms. Information from 
these forms is used to compute an interim rate add-on to provide the Medicaid share 
of cash flow to facilities granting eligible increases. Upon completion of a facility 
fiscal year, settlement of the Medicaid share of actual expenditures related to the 
eligible wage and benefits increases occurs. 

TN NO. 99-14 Approval Date 3-22-dd Effective Date 10-01-99 

Supersedes 
TN NO.98-13 
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If the accumulated rate add-on is less, settlement up to the amount occurs. Ifthe 
accumulated rate add-on exceedsthe Medicaid shore ofthe actual expenditures, 
the difference is recovered. If the accumulated rate add-on exceedsthe Medicaid 
share of actual expenditures by morethan 5%, a 10% penalty will alsobe 
assessed on the difference. The penalty is the amountin excess of 5%, multiplied 
by the 10% penalty factor. The penalty is applied at settlementfor the entire cost 
period. In subsequent years therate add-on will be continued in lieu of half of the 
historical inflationary adjustor. The add-on will be adjusted to the settlement 
amount. 

M. 	Payment Determinationfor Hospitals Providing Short Term NursingCare (Swing 
Beds). 

The paymentfor hospital swing bed services shall be a flat per patient day 
prospective rate determined bythe Medical Services Administration.The following 
shall be used for payment determination. 

1. The amount of payment is the weighted statewideroutine nursing care per diem 
rate for the previous calendar year. The average nursinghome per diem rate is 
calculated by dividingthe sum of the Medicaid ClassI and Class Ill amount 
approved for payment for routine nursing care days bythe Medical Services 
Administration, by the sum of nursing care dayspaid for the previous calendar 
year. 

2. 	 Payment willnot be made for swing bed days which occurbefore the combined 
length of stay in the acute carehospital bed and the hospital swing bed exceeds 
the average length of stay for the Medicaid diagnosisrelated group (DRG) for 
the admission. 

DateTN NO. 94-27 Approval 274/-77 Date: 10-01-94 
Supersedes 
TN NO. 93-34 
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N. Long Term CareFacilityProportionateShare Pool 

A proportionatesharepool is createdeach fiscal yeartoincreasereimbursementto 
providers.Eligibleprovidersarethose owned bylocal unitsofgovernmentand in 
operationatthetimeofpayment.Paymenttoeachfacility is in proportiontothe 
facility’s number of Medicaid Program inpatient days for the most recent completed 
calendaryear.Theinpatientdayswill be determinedfromtheMedicaid Program 
Invoice Processing payment data nine months after the end of the calendar year. The 
pool is created each state fiscal year subject to the availability of funds and the upper 
payment limits of 42 CFR 447.272. The pool will be funded at alevel not to exceed the 
Medicare upper payment limit for each state fiscal year, which ends September 30. A 
public notice will be distributed that provides information about what the paymentswill 
be eachyear.Theinformation will complywithapplicablefederalpublicnotice 
standards for each year. 

0. Personal for Care forClothing Recipients in Class IV Intermediate Facilities the 
Mentally Retarded (ICF/MR) 

Class IV facilities are reimbursed for allowable costs determinedin accordance with the 
Medicare Principles of Reimbursement (42 CFR, Chapter IV, Subchapter B, Part 413), 
with the following additions: 

To enable the normalization of recipients in ICFs/MR, street clothing supplied by the 
facility and/or requiredby the patient’s plan of care willbe considered an allowable cost 
for Medicaid patients residing in ICFsNR who do not own or have other access to the 
clothing required. 

TN NO. 97-06 Approval Date: 4/25-p9 Effective Date: 3 l s 9 7  
Supersedes 

TN NO. 96-07 



